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Introduction

The law of December 8, 1994 (as amended by the law of August 8, 2000) is aimed at
transposing guidelines issued by the European Council 91/674/CEE into Luxembourg law,
and at ensuring that all insurance and reinsurance companies are subject to the same
accounting rules as far as European integration is concerned. This will allow for improved
and consistency of disclosure and comparability.

The aim of this brochure is to provide management of insurance and reinsurance
companies with a guide to enable them to efficiently deal with the regulations as set
by the law of December 8, 1994 concerning the presentation and content of the annual
reports and consolidated financial statements of insurance and reinsurance companies
(“the Law”).

To achieve this, the brochure includes a financial statements model (comprising balance
sheet, profit and loss account and notes to the accounts) which, in our opinion, are
applicable to most insurance and reinsurance companies. Further, we include a list of
additional information required in particular circumstances. A summary by line item of the
balance sheet and the profit and loss account, indicating the relevant article of the law
where the item is described, the valuation principles and the information to be provided
in notes to the accounts can be found at the end of the brochure. The summary is intended
to be used as a checklist when preparing financial statements.

The financial statements model and the list of additional information include in the
margins references to the relevant article(s) of the Law of December 8, 1994 or to other
referenced text. Since few Luxembourg insurance companies publish consolidated
statements, this section of the Law is not covered in this brochure.

Insurance and reinsurance Company management should adapt the format and the
content of the information provided in this brochure, which may not necessarily be
exhaustive, to best suit the particularities of their Company.



Law
ref.
Art.

Basic principles

General provisions related to the content and presentation
of the financial statements

Content

The financial statements must comprise the balance sheet, the profit and loss account and
the notes to the accounts.

Clear presentation
The financial statements shall be prepared with clarity and in accordance with the Law.
True and fair view

The financial statements shall present a true and fair view of the Company’s assets,
liabilities, financial position and results of operations. The financial statements must reflect
the economic substance of the operations to present a true and fair view.

When the application of the provisions of the law is not sufficient to present a true and fair
view, additional information must be supplied.

If, in exceptional cases, the application of a provision as set by the law is inconsistent
with a true and fair view, that provision can, with prior approval from the Commissariat
aux Assurances (“the Commissariat”), be departed from and any such departure disclosed
in the notes to accounts together with an explanation of the reasons for it and
the disclosure of its effect on the assets, liabilities, financial position and results of
operations.

Consistency of presentation

In order to ensure comparability of the financial statements over time, the structure and
presentation of the balance sheet and the profit and loss account may not be changed from
one financial year to another. Departures from this principle are permitted in exceptional
cases. Any such departure is dependent on prior approval from the Commissariat and must
be disclosed in the notes to the accounts together with an explanation of the reasons
therefore.

Strict format of disclosure

The chronological order of the items in the balance sheet and in the profit and loss
account shown in articles 7 and 46 of the Law must be strictly followed. Netting of related
assets and liabilities or between income and expenditure items is prohibited.

With prior authorization from the Regulatory Authorities, a more detailed subdivision of
items is permitted provided that it respects the chronological order of the format. Subject
to the same conditions of prior authorization, new items may also be added. Likewise,
certain items may be combined where such combination improves the clarity or where
the amounts are immaterial.

Guide for the preparation of financial statements for insurance and reinsurance companies in Luxembourg
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Law
ref.
Art.

28

59

60

45(4)

Basic principles (end)

Value adjustments

An estimated depreciation must be recorded. This depreciation is made by way of a value
adjustment to the relevant asset, implying that the estimated reduction must be deducted
directly from the relevant asset. The asset amount disclosed is consequently a net amount
and no longer a gross amount adjusted by value adjustments recorded as a liability.

Comparative figures

Each balance sheet and profit and loss item must show the corresponding preceding
financial year figure. Where these figures are not comparable from one financial year to
another or where adjustments have been made to the preceding years’ figures to achieve
comparability from one year to the next, this must be disclosed and commented on in the
notes to the accounts.

Basic accounting principles

For the valuation of the items reflected in the financial statements, excluding exceptional

departures disclosed in the notes to the accounts and previously approved by the

Commissariat, the following generally accepted accounting principles are to be

followed:

(a) the Company must be presumed to be carrying on its business as a going concern;

(b) the valuation methods must be applied consistently from one financial year to
another;

(c) the valuation must be made on a prudent basis and in particular:

(i) only realised profits at the balance sheet date may be included;

(ii) account must be taken of all expected liabilities and potential losses arising during
the course of the current or prior years, even if such liabilities or losses only
become apparent between the balance sheet date and the issue date;

(i) account must be taken of all depreciation, regardless of the current year’s
results;

(d) account must be taken of income and charges arising in the current financial year,
irrespective of the date of settlement;

(e) the components of assets and liabilities must be valued separately;

(f) the opening balance sheet for each financial year must correspond to the closing
balance sheet for the preceding financial year;

(g) the valuation of items included in the financial statements are based on the principle
of purchase price or production cost. By exemption to this principle, pension funds
may value financial investments at their actual value.

Disclosure of profit and loss account

The format of the profit and loss account is divided into a technical account, solely
reflecting the results of insurance/reinsurance activities, and a non technical account.

Companies involved only in reinsurance activities may use the non-life technical account
for their operations. The same applies to companies writing non-life direct insurance and
reinsurance.



Insurance and reinsurance S.A.

Profit and loss account for the year ended
December 31, 200y

(expressed in “the currency of the share capital”)

Note(s) 200y 200y-1
Cccy Cccy

I TECHNICAL ACCOUNT
NON-LIFE INSURANCE BUSINESS 13

1 Earned premiums:
(@) gross premiums written 15, 16
(b) outward reinsurance premiums
(c) change in the provision for unearned premiums
(d) change in the provision for unearned premiums,
reinsurer share
2 Allocated investment return transferred
from the non-technical account 3.14
Other technical income, net of reinsurance
4 Claims incurred, net of reinsurance
(@) claims paid:
(aa) gross amount
(bb) reinsurer’ share
(b) change in the provision for claims:
(aa) gross amount
(bb) reinsurer’ share
Changes in other technical provisions, net of reinsurance
Bonuses and rebates, net of reinsurance
7 Net operating expenses:
(a) acquisition costs 17
(b) change in deferred acquisition costs
(c) administrative expenses 3.15, 17
(d) reinsurance commissions and profit participation
Other technical charges, net of reinsurance
9 Change in the equalisation provision L

w

o G

o]

10 Balance on the technical account for non-life insurance business ..., ..l

PAGE 10

The accompanying notes form an integral part of these financial statements.



Insurance and reinsurance S.A.

Profit and loss account for the year ended
December 31, 200y

(expressed in “the currency of the share capital”) (cont.)

I TECHNICAL ACCOUNT
LIFE INSURANCE BUSINESS

1 Earned premiums, net of reinsurance:
(a) gross premiums written
(b) outward reinsurance premiums

Note(s) 200y
CCY

14

15

(c) change in the provision for unearned premiums, net of reinsurance

2 Investment income
(@) income from participating interests
(b) income from other investments:
(@aa) income from land and buildings
(bb) income from other investments
(c) value re-adjustments on investments
(d) gains on the realisation of investments

3 Unrealised gains on investments
4 Other technical income, net of reinsurance
5 Claims incurred, net of reinsurance:

(@) claims paid:
(aa) gross amount
(bb) reinsurer’ share
(b) change in the provisions for claims:
(aa) gross amount
(bb) reinsurer’ share
6 Change in other technical provisions, net of reinsurance:
(@) life insurance provision:
(aa) gross amount
(bb) reinsurer’ share
(b) other technical provisions, net of reinsurance
7 Bonuses and rebates, net of reinsurance
8 Net operating expenses:
(a) acquisition costs
(b) change in deferred acquisition costs
(c) administrative expenses
(d) reinsurance commissions and profit participation
9 Investment charges:
(@) investment management charges, including interest
(b) value adjustments on investments
(c) losses on the realisation of investments

10 Unrealised losses on investments

1 Other technical charges, net of reinsurance

12 Allocated investment return transferred to the non-technical account
13 Balance on the technical account life insurance business

The accompanying notes form an integral part of these financial statements.

Guide for the preparation of financial statements for insurance and reinsurance companies in Luxembourg
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Insurance and reinsurance S.A.

Profit and loss account for the year ended
December 31, 200y

(expressed in “the currency of the share capital”) (end)

10
1
12
13
14
15
16

17

Note(s) 200y
CCY

NON-TECHNICAL ACCOUNT

Balance on the technical account
- non-life insurance business
Balance on the technical account
- life insurance business
Investment income:
(a) income from participating interests 18
(b) income from other investments: 18
(@aa) income from land and buildings
(bb) income from other investments
(c) value re-adjustments on investments
(d) gains on realisation of investments
Allocated investment return transferred from the life
insurance technical account
Investment charges:
(@) investment management charges, including interest
(b) value adjustments on investments
(c) losses on the realisation of investments
Allocated investment return transferred to the non-life
technical account
Other income
Other charges, including value adjustments
Tax on profit or loss on ordinary activities
Profit or loss on ordinary activities after tax
Extraordinary income
Extraordinary charges 19 ...
Extraordinary profitorloss .
Tax on extraordinary profitor loss .
Extraordinary profit or loss aftertax .
Other taxes not shown under the preceding items ..

Profit or loss for the financial year ...

The accompanying notes form an integral part of these financial statements.

200y-1
cey



Law

ref.

Art.

1(1)

Law 6.12.91
art. 30(1)
95, 96, 97

Insurance and reinsurance S.A.

Notes to the accounts
as at December 31, 200y

Note 1 - General
Insurance and reinsurance S.A. (“The Company”) is a™:

- insurance Company

- employer pension plan
- reinsurance Company
- pension fund.

incorporated in the Grand Duchy of Luxembourg on ........... as a”:

- limited liability Company (société anonyme)?

- limited partnership (société en commandite par actions)®?

- cooperative society (coopérative)

- cooperative society organised like a limited liability company®
- mutual insurance Company

- european company ??

- non-profit-making association @,

The objective of the Company is®:

Note 2 - Presentation of the financial statements

These financial statements have been prepared in conformity with the law of December
8, 1994 on financial statements with respect to insurance and reinsurance undertakings,
and with the significant accounting policies generally accepted within the insurance and
reinsurance industry in the Grand Duchy of Luxembourg. The accounting policies and the
valuation rules are not defined by the law or the Commissariat but are determined and
applied by the Board of Directors.

In the case when the Company holds shares in affiliated undertakings or in participating
interests and takes advantage of the possibility to be exempted from the obligation to
prepare consolidated financial statements:

The Company is, in accordance with Luxembourg law, exempt from the requirement to
prepare consolidated financial statements and a consolidated Directors’ report for the year
ended December 31, 200y. Therefore, in conformity with legal provisions, these accounts
were presented on a non consolidated basis for approval by the shareholders at the Annual
General Meeting.

(1) Select the applicable heading.

(2) Not applicable to pension funds.

(3) Not applicable to reinsurance companies.

(4) Not applicable to insurance companies.

(5) The aim of the Company according to the Articles of Association, or we suggest to disclose at least the
line(s) of business in which the Company is active.

Guide for the preparation of financial statements for insurance and reinsurance companies in Luxembourg
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Insurance and reinsurance S.A.

Law
ref.
Art.

83(1)

83(1)

64(1)

62, 63

64(1)

64(1) b

Notes to the accounts as at December 31, 200y (cont.)

The Company is included in the consolidated financial statements prepared by:

Note 3 - Summary of significant accounting policies

The significant accounting policies applied by the Company are as follows:

3.1 Translation of items expressed in foreign currencies

The assets and liabilities expressed in foreign currencies are translated into “the currency
in which the share capital is denominated” (“CCY”) at the exchange rates prevailing at the

balance sheet date.

Transactions during the accounting period, expressed in foreign currencies, are translated
to CCY @:

- at the exchange rate prevailing at the transaction date or
- at the exchange rate prevailing at the balance sheet date.

3.2 Intangible assets

The intangible assets are valued at historical acquisition or production cost.

The intangible assets are amortised on a straight line basis at the rate of .....% per year
or

The intangible assets are amortised in full during the year in which they are incurred.
3.3 Land and buildings - Tangible fixed assets

Land and buildings and tangible assets, are valued at historical acquisition cost. The
acquisition cost includes expenses incidental to the purchase.

Buildings and tangible assets with limited useful economic lives are amortised on a
straight line basis“ based on the estimated economic life or at the following rates:

Estimated economic life or Rates %

(1) Mention the name and the registered office of the parent undertaking that prepares the consolidated
financial statements. If the consolidated financial statements of a larger body of undertakings, in which
the Company is included, are prepared according to European Union law or equivalent, the Company
is exempted from the obligation to prepare financial statements. As mentioned in the introduction, this
guide doesn’t cover the section of the law relating to consolidated financial statements.

From 1999, any land and buildings must be valued separately, at least every five years, in accordance
with methods generally recognised or recognised by the Commissariat. In addition to the actual value,
article 79(7) requires that a description of the method used to determine the actual value of land and
buildings be disclosed in the notes to the accounts and, in order to clarify when valuations have taken
place, the notes to the accounts must include a breakdown of land and buildings by year of valuation.

(2) Select the applicable heading.

(3) Select the applicable. The law does not impose any particular method. In practice, the approach which
translates the transactions at the rate prevailing at the balance sheet date promotes a better matching
between premiums and corresponding technical charges, all translated at the same exchange rate. It is
also permitted to translate long term investments at historical exchange rate.

(4) All generally accepted depreciation methods are permitted. For formation expenses (expenses relating
to the formation or expansion of a Company or a part of it; current operating expenses are not
considered to be formation expenses), research and development expenses and goodwill, the
depreciation period must not exceed 5 years.



Law
ref.
Art.

64(1) c

12, 13

64(1) a

64(1) c

64(1) c

91

64(1) a

Insurance and reinsurance S.A.

Notes to the accounts as at December 31, 200y (cont.)

If a permanent decline in value exists, the fixed assets are valued at the lower of carrying
or market value at the balance sheet date. These value adjustments should be reversed
when the reasons for which they were made cease to apply ”.

34 Shares in affiliated undertakings and participating interests?

Affiliated undertakings are considered to be the undertakings between which the Company
exercises a dominant influence either directly or indirectly. Participating interests refer
to rights contained in the capital of other undertakings which, when creating a durable link
with those undertakings, are intended to contribute to the Company’s activities.

Shares in affiliated undertakings and participating interests are valued at historical
acquisition cost which includes expenses incidental to the purchase.

If the impairment in value is of a permanent nature, the shares in affiliated undertakings
and participating interests are valued at the lower of cost or market at the balance sheet
date. These value adjustments should no longer continue when the reasons for which they
were made cease to apply.

3.4.1  Valuation principle of “lower of cost or market”®

The shares in affiliated undertakings and participating interests are valued at the lower of
historical acquisition cost and realizable value. The acquisition cost includes expenses
incidental to the purchase. The value adjustments which correspond to the negative
difference between the realizable value and the acquisition cost may no longer be carried
if the reasons for which they were made cease to apply.

3.4.2  Valuation principle using the equity method

The shares held in affiliated undertakings and participating interests, over which the
Company exercises a significant influence over the operating and financial policies of the
undertakings and participating interests, are valued at an amount representing the
proportion of the capital and reserves held in such interest.”

35 Other financial investments

3.5.1 Investments other than debt securities and other fixed income transferable
securities

Other financial investments other than debt securities and other fixed income transferable
securities are valued at historical acquisition cost which includes incidental purchase
expenses.

(1) For taxation purposes it is permitted to maintain a lower market value even if this market value has

subsequently increased (“Niederstwertprinzip”). If this option is applied, a specific note should be
included (see “other important information”).

(2) Affiliated undertakings (art. 123) are those where a majority or a dominant influence relationship
exists (see articles 92 and 123) including those other undertakings which are themselves in such a
relationship with one of the affiliated undertakings.

Participating interests are (see art. 13) referred to as the rights contained in the capital of other
undertakings, whether or not represented by certificates, which, by creating a durable link with those
undertakings, are intended to contribute to the Company’s activities. The holding of part of the capital
of another Company shall be presumed to constitute a participating interest where the holding exceeds
twenty percent.

Different valuation methods might be applied for each of the affiliated undertakings and participating
interests. In this case we suggest two separate notes to be included.

(3) The law foresees the possibility to use this valuation method in addition to the standard method.

(4) If the equity method described above is applied for the line items “Shares in affiliated undertakings”and
“Participating interests”, these shall be entitled “Undertakings accounted for under the equity method”.
When this method is first applied, the difference between the obtained value and the acquisition cost
method shall be disclosed in the balance sheet or in the notes to the accounts (see Art. 91).

Guide for the preparation of financial statements for insurance and reinsurance companies in Luxembourg
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Insurance and reinsurance S.A.

Law

ref.

Art.

64(1) c
64(1) d
64(1) c
64(1) c
56(1), 60(2)
78

66

Notes to the accounts as at December 31, 200y (cont.)

If the directors expect the impairment in value to be permanent in nature, the other
financial investments other than debt securities and other fixed income transferable
securities are valued at the lower value at the balance sheet date. These value adjustments
may not be carried when the reasons for which they were made cease to apply .

3.5.2 Debt securities and other fixed income transferable securities

Debt securities and other fixed income securities are valued at historical acquisition cost,
which includes expenses incidental to the purchase, or redemption value, taking into
account the following elements:

A positive difference between the acquisition cost and the redemption value is: “

- directly charged to the profit and loss account
- written off in instalments over the duration of the holding of the security ®.

A negative difference between the acquisition cost and the redemption value is: @

- released to income in instalments over the period remaining to repayment®
- not released to income prior to repayment.

If the directors expect the impairment in value to be permanent in nature, the other
financial investments other than debt securities and other fixed income transferable
securities are valued at the lower value at the balance sheet date. These value adjustments
may not be carried when the reasons for which they were made cease to apply ™.

3.5.3  Valuation principle of “lower of cost or market”®

Other financial investments are valued at the lower of historical acquisition cost and
realizable value. The acquisition cost includes expenses incidental to the purchase. The
value adjustments which correspond to the negative difference between the realizable
value and the acquisition cost may no longer be carried if the reasons for which they were
made cease to apply.

3.6 Investments for the benefit of life insurance policy-holders who bear
the investment risk

Investments for the benefit of life insurance policy holders who bear the investment risk
are valued at the market value at the balance sheet date and any difference between this
value and the acquisition cost is disclosed in the technical account for life insurance in
the unrealised gains or losses on investments line items.

The market value shall refer to that value quoted on an exchange or the value at which
the investment could be sold, valued prudently and in good faith.

3.7 Debtors

Debtors are valued at the lower of their nominal and their probable realizable value. Value
adjustments shall be made when recoverability is questionable, either in part or entirely.
These value adjustments shall no longer be carried when the reasons for which they were
made cease to apply ™.

(1) For taxation purposes it is permitted to maintain a lower market value even if this market value has
subsequently increased (“Niederstwertprinzip”). If this option is applied, a specific note should be
included (see “other important information”).

(2) Select the applicable heading.

(3) The amounts neither amortised nor released to the profit and loss account must be shown in the balance
sheet or in the notes to the accounts.

(4) The law foresees the possibility to use this valuation method in addition to the standard method.



Law
ref.
Art.

26, 52, 68

69

35,70

36, 72

Insurance and reinsurance S.A.

Notes to the accounts as at December 31, 200y (cont.)

3.8 Deferred acquisition costs

Acquisition costs are charged when incurred and expenses directly related to the life
insurance policies are consequently not taken into account in calculating the life
insurance provision.

or (1)

Deferred acquisition costs directly related to life insurance policies, disclosed as an asset,
are based on the calculation of the life insurance provision®.

and/or

Acquisition costs related to non-life insurance policies are deferred according to a method
compatible with that used for unearned premiums.

3.9 Technical provisions

Sufficient technical provisions are set up in order that the Company can meet, as far as can
be reasonably foreseen, any liabilities arising from insurance policies/reinsurance treaties.

3.9.1 Provision for unearned premiums®

Written premiums include all the amounts received or receivable with respect to insurance
policies/reinsurance treaties” concluded prior to the end of the accounting period.

That part of written premiums which is to be allocated to one or more subsequent
financial years is deferred by way of the provision for unearned premiums, computed
separately for each contract/treaty on a prorata basis .

3.9.2 Life insurance provision

The life insurance provision, which consists of the actuarial value of the Company’s
liabilities net future premiums, is calculated separately for each contract/ treaty .
For death coverage, calculation is based on mortality tables approved in Luxembourg.
The principal principles applied when computing the life insurance provisions are the
following®.

(1) Select the applicable heading.

(2) In conformity with article 26, the methods applied when calculating the deferral of acquisition costs
must be previously authorised by the Commissariat.

(3) If the provision for unexpired risks (set up when premiums are deficient) also includes the provision for
unearned premiums, the description of the item should read “Provision for unearned premiums and
unexpired risks”. A separate evaluation is required and, when material, the provision for unexpired risks
must be explicitly mentioned in the notes to the accounts. The provision for unexpired risks may also
be included in “Other technical provisions”(see below).

In the case of life insurance, the provision for unearned premiums may be included under the item
“Life insurance provision”.

(4) Even though the provisions for unearned premiums and claims outstanding must be calculated
separately for each policy / treaty / claim, other methods, which may be expected to give approximately
the same results, may be used. The use of such alternate methods for classes of insurance other than
reinsurance is dependent on authorization by the Commissariat.

(5) The calculation is performed annually by an actuary or other similar specialist to reflect the method used
(Art. 72(2)), based on recognised actuarial methods. In the case of reinsurance, the methods used by the
ceding companies are automatically accepted and, as a result, the note to the accounts should be
modified.

In conformity with article 72(1) a summary of the principal assumptions made for the computation of
the life insurance provision shall be provided in the notes to the accounts.

Guide for the preparation of financial statements for insurance and reinsurance companies in Luxembourg
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Insurance and reinsurance S.A.

Law
ref.
Art.

37,73,74

38, 51

39,75

40, 71

Notes to the accounts as at December 31, 200y (cont.)

3.9.3 Provision for claims outstanding

The provision for claims outstanding corresponds to the total estimated cost (including
claims settlement costs) for settling all claims arising from events which have occurred
up to the end of the financial year, whether reported or not, less amounts already paid
in respect of such claims.

The provisions for claims outstanding shall be computed separately for each claim”“ and
may not include any discounts or deductions .

3.9.4 Provision for bonuses and rebates

This provision consists of amounts intended for policy holders or contract beneficiaries
to the extent that such amounts represent an allocation of surplus or profit arising
on business, or a partial refund of premium made based on the performance of the
contracts .

3.9.5 Equalisation provision

The equalisation provision consists of the amounts set aside, in accordance with legal
or administrative requirements, to equalise fluctuations in loss ratios or to provide for
special risks®.

3.9.6  Other technical provisions

Other technical provisions include: ©

- a provision for unexpired risks which is intended to cover the risks to be borne

by the Company after the financial year end, to provide for all claims and
expenses in connection with insurance contracts/reinsurance treaties® in force in

(1) Even though the provisions for unearned premiums and claims outstanding must be calculated

separately for each policy / treaty / claim, other methods, which may be expected to give approximately
the same results, may be used. The use of such alternate methods for classes of insurance other than
reinsurance is dependent on authorization by the Commissariat.

(2) It is acceptable (Art. 74), when the necessary information for a given underwriting year isn’t available,
to include in the provision the difference between the premiums written and the claims and expenses
paid or a percentage of the premiums written according to the type of risk insured, or to disclose in the
technical account the figures relating to an underwriting year which precedes the financial year by a
maximum of 12 months. This alternate global method shall be replaced by a provision for claims
outstanding, computed in the usual manner, as soon as sufficient information has been obtained and no
later than the end of the third year following the relevant underwriting year. The use of such global
methods, which is dependent on authorization by the Commissariat for classes of insurance other than
reinsurance, shall be disclosed and supported in the notes to the accounts and applied systematically
in successive years barring any changes in circumstances.

(3) The law provides that a Grand Ducal Regulation, not existing to date, may authorise discounting and
deductions to be carried out by those undertakings only carrying out reinsurance activities.(1) Where
material, the amount charged for bonuses and for rebates shall be disclosed separately in the notes to
the accounts. In respect of reinsurance companies, the bonuses allocated to the ceding companies -
except the reinsurers’ share of the bonus paid to the beneficiary - include the commissions paid to the
ceding companies and are to be disclosed as such in the profit and loss accounts.

(4) Where material, the amount charged for bonuses and for rebates shall be disclosed separately in the
notes to the accounts. In respect of reinsurance companies, the bonuses allocated to the ceding
companies - except the reinsurers’ share of the bonus paid to the beneficiary - include the commissions
paid to the ceding companies and are to be disclosed as such in the profit and loss accounts.

(5) When such provisions are set up voluntarily and not due to legislative or regulatory requirements, we
refer to these as “reserves” constituted by an allocation of the profit after taxes. These reserves should
be disclosed in the notes to the accounts and may not be included in the technical provisions.

(6) Select the applicable heading.



Law
ref.
Art.

41

42,76

77

44

Insurance and reinsurance S.A.

Notes to the accounts as at December 31, 200y (cont.)

excess of the related unearned premiums and any premiums receivable on those
contracts .

- an ageing provision related to health insurance contracts which apply premiums
relatively constant in comparison with risk that increases with the age of the
policyholder.

3.9.7 Technical provisions for life insurance policies where the investment risk is borne
by the policyholders

This item shall comprise technical provisions set up to cover liabilities relating to

investments in the context of life insurance policies whose value or return is

determined by reference to an index or to investments for which the policyholder

bears the risk .

3.10  Provisions for other risks and charges

Provisions for other risks and charges are intended to cover losses or debts whose nature

is clearly defined but are, at the balance sheet date, either likely or certain to be incurred

but amounts are indeterminable.

3.11  Creditors

Creditors are included in liabilities at settlement value.

If the amount payable is greater than the amount received, the difference may be“:

- shown as an asset and written off by reasonable annual amortization and completely
written off no later than the time of repayment of the debt.

- is charged at the date when the debt is recognised.

If the amount payable is lower than the amount received, the difference is released to
income in instalments over the remaining period of the contract.

3.12  Accruals and deferred income
This item consists of both income receivable before the balance sheet date but relating to

a subsequent financial year and charges that relate to the current financial year but
payable in a subsequent financial year.

(1) As a reminder, this provision may be added to the provision for unearned premiums.

The calculation is performed annually by an actuary or other similar specialist to reflect the method used
(Art. 72(2)), based on recognised actuarial methods. In the case of reinsurance, the methods used by the
ceding companies are automatically accepted and, as a result, the note to the accounts should be
modified.
In conformity with article 72(1) a summary of the principal assumptions made for the computation of
the life insurance provision shall be provided in the notes to the accounts.
In contrast to the provision for claims outstanding, which covers claims incurred at the balance sheet
date, the provision for unexpired risks relates to claims that haven’t yet incurred and for those deficient
unearned premiums.

(2) These provisions are the counterparty to the assets included under “Investments for the benefit of life
insurance policy-holders who bear the risk” and are related to “unit linked” products.

(3) Select the applicable heading.

Guide for the preparation of financial statements for insurance and reinsurance companies in Luxembourg
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Insurance and reinsurance S.A.

Law
ref.
Art.

55

55

53

28

10(2), 80(1)

Notes to the accounts as at December 31, 200y (cont.)

3.13  Allocated investment return transferred from non-technical account

This income represents the portion of the total net investment return that relates to assets
which are held to cover the non-life technical provision and which are transferred from
the non-technical account in order to better reflect the balance of the technical account
relating to the non-life business.

or, for reinsurance companies using the non-life insurance technical account that wish to
use the option offered them under article 55(3) to transfer the whole investment income
to the non-life technical account:

This income represents the whole investment return, net of related charges, transferred

from the non-technical account in conformity with article 55 of the law on the financial
statements of insurance and reinsurance undertakings.

3.14  Administrative expenses

Administrative expenses specifically consist of costs arising from premium collection,
portfolio administration, handling of bonuses and rebates and inward and outward
reinsurance. In particular they include staff costs and depreciation provisions in respect of

office furniture and equipment in so far as these need not be shown under acquisition
costs, claims incurred or investment charges.

3.15 Value adjustments

Value adjustments are deducted directly from the related individual asset.

Note 4 - Intangible assets

The movements in intangible assets incurred during the financial year may be summarised
as follows:

Formation Research  Concessions, Goodwill Payments Total
expenses & develop- patents, on
ment licences, account
cost trade marks
CCY CCcY CCY Cccy CCcYy Cccy

Gross book value 01.01.200y

Additions during the year
Disposals during the year
Transfers during the year L0 L e

Gross book value 31.12.200y

Accumulated depreciation 01.01.200y

Depreciation during the year
Depreciation adjustments
on prior year value adjustments ... L L e

Accumulated depreciation 31.12.200y ... o s

Net book value 31.12.200y . e e s

Net book value 31.12.200y-1 i e




Law
ref.
Art.

62, 63

80(1)

79, 80(2)

11(2), 81(2)

Insurance and reinsurance S.A.

Notes to the accounts as at December 31, 200y (cont.)

Formation expenses and research and development costs may be broken down as
follows™:

Note 5 - Land and buildings~

The movements relating to this item during the financial year are as follows:

Land Buildings Payments Buildings

on account under construction
200y 200y 200y 200y
CCY CCYy CCcy CCcYy

Gross book value 01.01.200y

Additions during the year
Disposals during the year
Transfers during the year L L e

Gross book value 31.12.200y
Accumulated depreciation 01.01.200y
Depreciation during the year

Depreciation adjustments in
respect of prior year adjustments ... L e

Accumulated depreciation 31.12.200y ... e e i,
Net book value 31.12.200y o s e

Net book value 31.12.200y-1 .o e e

The actual value of land and buildings has been based on expert appraisal. The split per
year of expertise is broken down as follows®:

Year of expertise Actual value Net book value
CCcYy CCcYy

The net book value of land and buildings owned by the Company for its own or other
activities may be broken down as follows:

200y 200y-1
cey cey

Land and buildings for own activities
Land and buildings held as investments

(1) The nature of the capitalised expenses should be indicated here (incorporation costs, capital increase,
expansion of the activity, etc.).

(2) The item “Land and buildings” also includes real estate rights and other similar rights.

(3)  From 1999, any land and buildings must be valued separately, at least every five years, in accordance with
methods generally recognised or recognised by the Commissariat. In addition to the actual value, article 79(7)
requires that a description of the method used to determine the actual value of land and buildings be disclosed
in the notes to the accounts and, in order to clarify when valuations have taken place, the notes to the accounts
must include a breakdown of land and buildings by year of valuation.

Guide for the preparation of financial statements for insurance and reinsurance companies in Luxembourg
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Insurance and reinsurance S.A.

Law
ref.
Art.

Notes to the accounts as at December 31, 200y (cont.)

Note 6 - Shares in affiliated undertakings and
participating interests”

80(1)

The movements during the financial year in respect of shares in affiliated undertakings and

participating interests are as follows:

Shares Debt  Participating Debt securities

in affiliated securities interests issues by, and
undertakings issues by, loans to, under-
and loans takings with

to affiliated which the Com-

undertakings pany is linked by

virtue of a parti-

cipating interest

CCY CCY CCY CCcy

Gross book value 01.01.200y

Additions during the year
Disposals during the year

Transfers during the year

Gross book value 31.12.200y

Accumulated depreciation 01.01.200y

Depreciation during the year
Depreciation adjustments

relating to prior years

Accumulated depreciation 31.12.200y
Net book value 31.12.200y

Net book value 31.12.200y-1

Actual value 31.12.200y®?

78, 80(2)

The actual value of shares in affiliated undertakings and participating interests has been
determined by the following methods:

(1)

PAGE 22

2)

Transferable securities which are admitted to official listing on a stock exchange or
dealt in on another regulated market are valued on the basis of the last available price.
If these securities are listed on several stock exchange markets, the last known price
on the principal market will be applied.

Transferable securities not admitted to official listing on a stock exchange or not dealt
in on another regulated market and transferable securities admitted to official listing
on a stock exchange or dealt in on another regulated market for which the last
available price is not representative are valued on the basis of their reasonably
foreseeable sales price determined with prudence and good faith by the Board of
Directors of the Company.

Affiliated undertakings (art. 123) are those where a majority or a dominant influence relationship exists
(see articles 92 and 123) including those other undertakings which are themselves in such a relationship with
one of the affiliated undertakings.

Participating interests are (see art. 13) referred to as the rights contained in the capital of other undertakings,
whether or not represented by certificates, which, by creating a durable link with those undertakings, are
intended to contribute to the Company’s activities. The holding of part of the capital of another Company shall
be presumed to constitute a participating interest where the holding exceeds twenty percent.

Different valuation methods might be applied for each of the affiliated undertakings and participating interests.
In this case we suggest two separate notes to be included.

Except where the equity method is applied in conformity with article 91, all investments except land and
buildings are valued prudently at their probable realizable value. Listed investments are to be valued at the last
available price. In addition to the current value, article 78(6) requires that a description of the methods used to
determine the current value of shares in affiliated undertakings and participating interests be included in the
notes to the accounts.



Law
ref.
Art.

83(2)

78, 80(2)

Insurance and reinsurance S.A.

Notes to the accounts as at December 31, 200y (cont.)

The undertakings in which the insurance Company holds at least twenty percent of the
capital are the following®:

Holding Capital & Last Book

Name Registered office % reserve financial value at
year’s result 31.12.0y

CCY CCY CCcy

Participating interests

Shares in affiliated undertakings

Note 7 - Other financial investments

As at December 31, 200y the actual value of investments is the following:

Book value Actual value
200y 200y
CCY CCcYy

Other financial investments

Shares and other variable yield transferable

securities and units in unit trusts

Debt securities and other fixed income transferable securities

Participation in investment pools

Loans guaranteed by mortgages

Other loans

Deposits with credit institutions

Other s e

The actual value of shares in affiliated undertakings and participating interests has been
determined by the following methods:

- Transferable securities which are admitted to official listing on a stock exchange or
dealt in on another regulated market are valued on the basis of the last available price.
If these securities are listed on several stock exchange markets, the last known price
on the principal market will be applied.

- Transferable securities not admitted to official listing on a stock exchange or not dealt
in on another regulated market and transferable securities admitted to official listing
on a stock exchange or dealt in on another regulated market for which the last
available price is not representative are valued on the basis of their reasonably
foreseeable sales price determined with prudence and good faith by the Board of
Directors of the Company.

The unamortised difference between the acquisition cost of the bonds, and other such
transferable securities issued at a discount, and the face value (i.e. the total discount)
amounts to CCY...... The amortised difference at 31.12.200y amounts to CCY......,
and is included in “Accrued interest and rent”.

(1) In conformity with article 83(2), this information may be omitted where, for the purposes of a true and

fair view, it is of negligible importance or where the undertaking concerned does not publish its
balance sheet (only if the Company holds less than 50% directly or indirectly).

Guide for the preparation of financial statements for insurance and reinsurance companies in Luxembourg
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Insurance and reinsurance S.A.

Law
ref.
Art.

19, 83(2)

80(2)

81(1)

Notes to the accounts as at December 31, 200y (cont.)

Note 8 - Deposits with ceding undertakings

In addition to security deposits with ceding undertakings, securities worth the equivalent
of CCY.......... , included under the item “................. ", are deposited as collateral for
commitments that the Company has towards the ceding undertaking .

The actual value® of the deposits with ceding undertakings is determined to be: ®

Note 9 - Amounts owed by or to affiliated undertakings or
undertakings with which the Company is linked by virtue
of a participating interest«

The item may be broken down as follows “:

Affiliated Undertakings linked

undertakings by virtue of
participating interest
CCcY ccy

Debtors

Debtors arising out of direct insurance operations:
e insurance policyholders
e insurance intermediaries

Debtors arising out of reinsurance Operations

Other debtors .
Affiliated Undertakings linked
undertakings by virtue of
participating interest
CCcY Ccy
Creditors

Creditors arising out of direct insurance operations:
Creditors arising out of reinsurance operations
Debenture loans:

of which convertible loans

Amounts owed to credit institutions

Other creditors

(1)

2)

(3)

4)
(5)

The securities deposited as collateral by the reinsurer remain the property of the reinsurer, even though
they are deposited with the ceding insurer. The deposits are to be included by the reinsurer among the
investments under the appropriate heading and disclosed in the notes to the accounts.

From 1999, any land and buildings must be valued separately, at least every five years, in accordance
with methods generally recognised or recognised by the Commissariat. In addition to the actual value,
article 79(7) requires that a description of the method used to determine the actual value of land and
buildings be disclosed in the notes to the accounts and, in order to clarify when valuations have
taken place, the notes to the accounts must include a breakdown of land and buildings by year of
valuation.

Except where the equity method is applied in conformity with article 91, all investments except land
and buildings are valued prudently at their probable realizable value. Listed investments are to be
valued at the last available price. In addition to the current value, article 78(6) requires that a
description of the methods used to determine the current value of shares in affiliated undertakings and
participating interests be included in the notes to the accounts.

This information may also be disclosed in the balance sheet.

Select the applicable heading.



Insurance and reinsurance S.A.

Law Notes to the accounts as at December 31, 200y (cont.)

ref.
Art.

Note 10 - Capital and reserves

The movements during the financial year in respect of capital and reserves may be broken
down as follows:

Subscribed Share Legal Reserves Other Profit and  Profit for

capital premiums reserve  provided reserves loss brought the year
forward

ccy ccy Cccy CCY ccy CCY ccy

As at 31.12.200y-1

Allocation of result 200y-1

Movements during financial year 200y~ ....... ... L e e
As at December 200y L s e e s s

The subscribed capital amounting to CCY ............... is represented by ...... fully paid-up
shares with a nominal value of CCY .......... each™.

The authorised capital amounts to CCY ...........

Note 11 - Legal reserve
The Company must allocate 5% of its net profit for each financial year in order to comply
with Luxembourg Company law requirements. This allocation ceases to be compulsory

once the legal reserve balance reaches 10% of the issued share capital.

The legal reserve is not available for distribution to shareholders, except upon the
dissolution of the Company.

Note 12 - Classification of loans according to duration

80(6) Loans classified on the basis of their duration and secured debts are as follows:
More than Less than Secured
5 years 5 years debts
CCcYy CCY CCcYy

Creditors arising out of direct insurance operations
Creditors arising out of reinsurance operations
Debenture loans, showing separately convertible loans
Amounts owed to credit institutions

Other creditors, including tax and social security
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(1) In conformity with article 80, (3) to (5), the notes to the accounts must include:
the number and nominal value or, in the absence of a nominal value, the accounting par value, of the
shares subscribed during the financial year within the limits of the authorised capital; where there is
more than one class of shares, the number and nominal value or, in the absence of a nominal value,
the accounting par value for each class;
the existence of any participation certificates, convertible debentures or similar securities or rights, with
an indication of their number and the rights they confer.
The unpaid subscribed capital is disclosed separately among the assets (art. 29).
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Insurance and reinsurance S.A.

Law
ref.
Art.

82(1)

Notes to the accounts as at December 31, 200y (cont.)

Note 13 - Results from the non-life insurance operations

The principal results in respect of the non-life insurance business may be broken down
between direct insurance and reinsurance acceptances as follows:

200y 200y
Direct insurance Reinsurance acceptances
CCY Cccy

Gross premiums written

Gross premiums earned

Gross claims

Gross operating expenses .. L.

Reinsurance balance” ... .

The group classification within direct insurance may be presented as follows®:

200y 200y 200y
Group 1 Group 2 Group 3
CCcy CCcYy Cccy

Gross premiums written

Gross premiums earned

Gross claims

Gross operating expenses L e e,

Reinsurance balance” L e

(1)

2)

3)

The breakdown of results in respect of direct insurance and reinsurance acceptances is not required if
the acceptances represent less than 10% of total gross premiums written. For companies whose
activities consist mainly of reinsurance, the notes to the accounts must, in conformity with article 82(3),
only disclose total gross premiums broken down into life insurance and non-life insurance.

It is acceptable (Art. 74), when the necessary information for a given underwriting year isn’t available,
to include in the provision the difference between the premiums written and the claims and expenses
paid or a percentage of the premiums written according to the type of risk insured, or to disclose in the
technical account the figures relating to an underwriting year which precedes the financial year by a
maximum of 12 months. This alternate global method shall be replaced by a provision for claims
outstanding, computed in the usual manner, as soon as sufficient information has been obtained and no
later than the end of the third year following the relevant underwriting year. The use of such global
methods, which is dependent on authorization by the Commissariat for classes of insurance other than
reinsurance, shall be disclosed and supported in the notes to the accounts and applied systematically
in successive years barring any changes in circumstances.

The legislator is perfectly aware of the difficulty to determine the reinsurance balance for certain groups
of classes, it’s also mentioned in the commentaries to article 82 of the law: “in order to meet the formal
requirements of the directive on this point, it's however required of the insurance undertakings to do
their best in order to provide a breakdown of their operating expenses and reinsurance balance and to
disclose, if a direct allocation to different groups of classes is not possible, the breakdown criteria
applied”.

A breakdown of results of non-life direct insurance into groups of classes (accident and health - motor,
general liability - motor, other classes - main, aviation and transport - fire and other property damage -
general liability - credit and suretyship - legal expenses - assistance - other) is required if the amount of
the gross direct premiums written for the group in question exceeds LUF 400 million. The amounts
relating to the three largest groups of classes must always be disclosed.



Law
ref.
Art.

82(2)

82(4)

Insurance and reinsurance S.A.

Notes to the accounts as at December 31, 200y (cont.)

Note 14 - Results from the life insurance business

The principal results of the life insurance business may be broken down between direct
insurance and reinsurance as follows ¥@:

200y 200y
Direct Reinsurance
insurance acceptances
CCY CCcYy

Individual premiums
Premiums under group contracts

Periodic premiums
Single premiums

Premiums for non-bonus contracts

Premiums for bonus contracts

Premiums from contracts where the investment

risks are borne by policy-holders L L

Reinsurance balance® L .

Note 15 - Geographic breakdown of premiums written««

Gross direct insurance premiums amounting to CCY .............. , may be broken down into
geographic zones according to where the contracts have been concluded:

200y 200y
Non-life Life
Insurance Insurance
CCY CCY

Contracts concluded in the Grand Duchy of Luxembourg
Contracts concluded in ............

Contracts concluded in ............ .

(1)

2)

3)

(4)
(5)

The breakdown of results in respect of direct insurance and reinsurance acceptances is not required if the
acceptances represent less than 10% of total gross premiums written. For companies whose activities
consist mainly of reinsurance, the notes to the accounts must, in conformity with article 82(3), only
disclose total gross premiums broken down into life insurance and non-life insurance.

It is acceptable (Art. 74), when the necessary information for a given underwriting year isn’t available,
to include in the provision the difference between the premiums written and the claims and expenses
paid or a percentage of the premiums written according to the type of risk insured, or to disclose in the
technical account the figures relating to an underwriting year which precedes the financial year by a
maximum of 12 months. This alternate global method shall be replaced by a provision for claims
outstanding, computed in the usual manner, as soon as sufficient information has been obtained and no
later than the end of the third year following the relevant underwriting year. The use of such global
methods, which is dependent on authorization by the Commissariat for classes of insurance other than
reinsurance, shall be disclosed and supported in the notes to the accounts and applied systematically
in successive years barring any changes in circumstances.

Disclosure of any one of the categories is not required where it does not exceed 10% of gross direct
premiums written.

The legislator is perfectly aware of the difficulty to determine the reinsurance balance for certain groups of
classes, it’s also mentioned in the commentaries to article 82 of the law: “in order to meet the formal
requirements of the directive on this point, it’s however required of the insurance undertakings to do their
best in order to provide a breakdown of their operating expenses and reinsurance balance and to disclose,
if a direct allocation to different groups of classes is not possible, the breakdown criteria applied”.

Not applicable to reinsurance companies.

This breakdown must be done by country and is not required when the amount doesn’t exceed 5% of
total gross premiums.
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Insurance and reinsurance S.A.

Law Notes to the accounts as at December 31, 200y (cont.)

ref.
Art.

Note 16 - Breakdown of gross premiums written by class®

82(3) Gross premiums written may be broken down into non-life insurance, and life insurance
as follows:
200y
CCcy

Non-life insurance premiums
Life insurance premiums

Note 17 - Commissions~
82(5) Commissions paid to insurance intermediaries relating to direct insurance amount

to CCY ..coeeneee (200y-1: CCY ..ocvuvenene ) and include acquisition costs and administrative
expenses. @

Note 18 - Investment income

54(4) Investment income may be broken down by income from affiliated undertakings or other
investments as follows®:

200y 200y 200y

Affiliated
undertakings Other Total
CCY CCY Cccy

Technical account - non-life insurance

Income from participating interests

Income from other investments

- originating from land and buildings

- originating from other investments .0 L. L

Technical - life insurance

Income from participating interests

Income from other investments

- originating from land and buildings

- originating from other investments ... L. L
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(1) This note applies in particular, but not exclusively to reinsurance undertakings which, in conformity
with article 45(4), use only the non-life technical account presentation method.

(2) Not applicable to reinsurance companies.

(3) Select the applicable heading.

(4) This requirement covers all kinds of commissions and in particular acquisition, renewal, collection and
portfolio management expenses. These commissions are included in the profit and loss accounts in the
acquisition costs and the administrative expenses for the financial year.

(5) This information may also be indicated in the profit and loss accounts.
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ref.
Art.

57(2)

83(4)

Insurance and reinsurance S.A.

Notes to the accounts as at December 31, 200y (cont.)

Note 19 - Extraordinary income and charges®

Extraordinary income and charges may be disclosed as follows:

200y 200y-1
CCY CCy

Extraordinary income
200y 200y-1
CCY CCy

Extraordinary charges L

Or(?}

Extraordinary income/charges® consist mainly of .......c..c........ , which amount to CCY

............ (200y-1; CCY .oeeeennii).

Note 20 - Personnel employed during the year

The average number of persons employed during the financial year 200y amount to ....,
and may be broken down in the following categories?:

Categories Number of persons

* Management

* Executives

e Salaried employees
¢ Waged employees

The staff costs with respect to the financial year may be broken down as follows®:

CCcy

¢ Wages and salaries
e Social security costs
of which pensions

(1) This note is compulsory unless the information is immaterial for the assessment of the financial
statements. The same applies to income and charges relating to another financial year.

(2) Select the applicable heading.

(3) Staff costs are to be included in the profit and loss account in the corresponding item to which they
belong; these are: acquisition costs (art. 52), claims incurred (art. 50) and investment charges (art. 54).
Staff costs which the Company hasn’t been able to allocate to these items are to be included among
administrative expenses (art. 53). Each Company must define appropriate categories, according to their
activity, in order to allocate these costs. Staff costs must be disclosed separately in the notes to the
accounts (art. 83(4)).

Guide for the preparation of financial statements for insurance and reinsurance companies in Luxembourg
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Insurance and reinsurance S.A.

Law
ref.
Art.

83(7)

83(8)

Notes to the accounts as at December 31, 200y (cont.)

Note 21 - Remuneration granted to members of supervisory
bodies~ and commitments entered into in respect

of retirement pensions for former members

of those bodies »

Remuneration granted to members of supervisory bodies by reason of their responsibilities
and any commitments in respect of retirement pension for former members of those bodies
charged during the financial year 200y may be broken down as follows:

Remuneration Retirement pension
commitments
Ccy Cccy

¢ Administrative body
* Managerial body
e Supervisory body L

Note 22 - Loans and advances granted to members
of the administration, managerial and supervisory bodies
and commitments entered into on their behalf

Advances and loans granted during 200y, presented in total for each department category,
are summarized as follows

Loans Advances Interest Duration
granted granted rate
CCcYy CCY

¢ Administrative body
* Managerial body
e Supervisory body ... L

Amounts repaid during the financial year amount to CCY .........

Contracts entered into during the financial year 200y for the members of these bodies
amount to CCY ..........

(1) The law states in French: “organes d’administration, de direction et de surveillance”. As there is no
consensus on the exact French meaning of these bodies we have not tried to translate them, instead we
used the term “supervisory bodies”.

(2) This information, which must be given in total for each category, may be omitted if it would enable a
specific member of one of those bodies to be identified.

(3) Indicate in which range the interest rates are granted as well as the duration of the loans and advances.



Law
ref.
Art.

9, 83(3)

83(9)

Insurance and reinsurance S.A.

Notes to the accounts as at December 31, 200y (end)

Note 23 - Off balance sheet commitments

At December 31, 200y, the Company has entered into commitments and provided
collateral as described below "

Note 24 - Information relating to consolidated undertakings

Insurance and reinsurance S.A. is included in the consolidated financial statements

Of o which is the largest group of undertakings for which Insurance and
reinsurance S.A. form part of a subsidiary. The registered office of this undertaking is
situated ........ and the consolidated financial statements are available ...........

Insurance and reinsurance S.A. is also included in the consolidated financial statements

Of e which is the smallest group of undertakings for which Insurance and
reinsurance S.A. form part of a subsidiary and which is included in the largest group
referred to above. The registered office of this undertaking is situated ........ and the

consolidated financial statements are available ...........

(1) According to article 9 of the law, the commitments entered into and the collateral provided must be
disclosed separately at the foot of the balance sheet or in the notes to the accounts. If there are any
commitments existing in respect of affiliated undertakings, these must be shown separately. These
commitments may in particular relate to financial instruments (SWAPS, FX, FRA). These provisions do
not apply to commitments linked to insurance/reinsurance activities which must always be disclosed
among liabilities on the balance sheet. If there are any commitments existing in respect of affiliated
undertakings, these must be shown separately.
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Insurance and reinsurance S.A.

Law
ref.
Art.

16

PAGE 32

16, 18, 24, 76

Other important disclosures
to include In the notes
to the accounts

Comparative figures

Each item on the balance sheet and profit and loss accounts must show the figure relating
to the preceding financial year. Where these figures are not comparable from one financial
year to the next or where any adjustments have been made to preceding year figures in
order to ensure comparability, disclosure must be made in the notes to the accounts along
with relevant commentary.

Funds of a group pension fund

Funds of a group pension fund, which the Company administers in its own name on behalf
of third parties must be shown in the balance sheet if the Company acquires legal title
to the assets concerned. The total amount of such assets and liabilities must be shown
separately in the notes to the accounts, broken down by various asset and liabilities items.

However, provided there are special rules whereby such funds can be excluded from the
assets available for distribution in the event of the winding up of the insurance Company,
disclosure may be made of such funds as off balance sheet items.

Assets held in the name of and on behalf of third parties must not be included in the
balance sheet.

Loans guaranteed by mortgages and other loans

Loans granted to insurance policyholders, for which the policy serves as security, must be
disclosed in the notes to the accounts. These loans are to be included under the item
“Other loans” in the balance sheet.

Loans which are not secured by an insurance policy held by the borrower, must also be
disclosed in the notes to the accounts.

Loans granted by the Company, which are guaranteed by a mortgage and by an insurance
policy, are to be shown under the item “Loans guaranteed by mortgages”.

Other loans, “Other financial investments” Other assets,
Other provisions for risks and charges

In general, when major items in the balance sheet or the profit and loss accounts consist
of a sub item “Other ....... ” which itself represents an important amount, these “others”
must be broken down in the notes to the accounts. For presentation purposes, we suggest
the format used in note 19: “Extraordinary income and charges”.
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Art.

23

32

50(2)

51

Insurance and reinsurance S.A.

Other important disclosures to include in the notes
to the accounts (cont.)

Own shares

The nominal value of own shares or, in the absence of a nominal value, their accounting
par value, must be disclosed in the notes to the accounts (see also page 7 of this
brochure regarding the information to include in the directors’ report in conformity with
article 49-5).

Special items denominated as reserves

Any amounts subject to tax exemptions are to be shown under item Abis, which shall be
created and presented after capital and reserves. The exemptions relate in particular to
gains made pursuant to articles 53, 54 and 54 bis of the income tax law. The details of the
different items and the specific regulation under which they have been created are to be
disclosed in the notes to the accounts.

Claims incurred
If there is a material difference between:

¢ the loss provision made at the beginning of the year for outstanding claims incurred in
prior years,

and

e the payments made during the year on account of claims incurred in prior years and
the loss provision shown at the end of the year for such outstanding claims,

the difference is to be disclosed in the notes to the accounts, broken down by category
and amount.

If the effect on total results of an insurance undertaking is significant, the effect of the
assessment of the provision for claims outstanding set up earlier or the development of the
claims incurred during earlier financial years is to be disclosed in the notes to the
accounts.

Bonuses and rebates, net of reinsurance

Where material, the amount charged for bonuses and rebates are to be disclosed
separately in the notes to the accounts (see note 3.9.4 for definitions of these items)

Investments for the benefit of life insurance policy-holders
who bear the investment risk

Even though it is not required by law, we suggest disclosure in the notes to the accounts
of a break-down of these assets, similar to the one used for the asset item C lll: “Other
financial investments”.

We also suggest to disclose separately in the notes to the accounts the investment income
and charges in respect of these policies. This disclosure is more important for the
transparency of the financial statements if the insurance undertaking also writes other
kinds of life insurance policies.
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Law
ref.
Art.

55(4)

58

59(2)

64(1)e, 66(2)e

74

81(3)
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83(5)

Other important disclosures to include in the notes
to the accounts (cont.)

Allocated investment return

Where part of the return is transferred from the non-technical account to the technical
(non-life insurance) or vice-versa (life insurance), the reasons for the transfers and the
bases on which they are made are to be disclosed in the notes to the accounts.

Tax on profit or loss on ordinary activities and tax on extraordi-
nary profit or loss

Taxes on the profit or loss on ordinary activities and taxes on the extraordinary profit or
loss may be shown as one item “Tax on ordinary activities and extraordinary items” and
presented before the item “Other taxes not shown under the preceding items”. This must
be disclosed, even though the information need not be precise.

Departures from general accepted accounting principles

In exceptional cases, departure from generally accepted accounting principles as set out
on pages 3 and 4 of this brochure may be permitted. Any such departure must be disclosed
in the notes to the accounts and the reasons thereto with an assessment of their effect on
the assets, liabilities, financial position and profit or loss.

Exceptional value adjustments

If intangible assets, investments, fixed assets under the item “Tangible assets and stocks”
or current assets are subject to exceptional value adjustments for taxation purposes only,
the amount and the reasons for making them must be indicated in the notes to the
accounts. In particular, this concerns the application of the “Niederstwertprinzip” which
allows the undertaking to maintain earlier value adjustments on fixed assets other than
affiliated undertakings and participating interests, when the reasons for which they were
made have ceased to apply.

Provision for claims outstanding; global methods
Global estimation methods of the provision for claims outstanding may be used if prior

approval is obtained from the Commissariat (see note 3.9). The use of any such methods
and the reasons thereto must be disclosed in the notes to the accounts.

Related assets and/or liabilities
Where an asset or liability relates to more than one balance sheet item, its relationship to

other items must be disclosed in the notes to the accounts if such disclosure is essential to
the comprehension of the financial statements.

Departures from valuation rules for taxation purposes

The extent to which the profit or loss for the financial year has been affected by a valuation
of material items which, via departures from generally accepted valuation rules made in



Law
ref.
Art.

83(6)

Insurance and reinsurance S.A.

Other important disclosures to include in the notes
to the accounts (end)

the current financial year or in an earlier financial year with a view to obtaining tax relief
must be disclosed in the notes to the accounts. For example, when an asset which has an
economic life of 5 years is amortised in one year for tax purposes.

Deferred tax charges

The difference between the tax charged for the current and earlier years and the tax charge
already paid or payable in respect of those years must be disclosed in the notes to the
accounts, provided that the difference is material for purposes of future taxation. This
amount may also be disclosed in the balance sheet as a cumulative sub-item amount
under item E 2. - “Provisions for taxation” with the description “Provision for deferred
taxes”. Provided that in Luxembourg there is a link between the balance sheet for tax
purposes and the balance sheet, this article should not be applied.

Other reserves

In accordance with the tax legislation in force, the Company has allocated the Net Wealth
Tax Charge (Imp6t sur la Fortune) on the Corporate Income Tax (Impdt sur le Revenu des
Collectivités).

In order to comply with the legislation, the Company has decided to allocate to

unavailable reserve an amount corresponding to minimum five times the amount of the
allocated Net Wealth Tax Charge.
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Pension funds:
Additional matters

The law of August 8, 2000 amended article 61 of the law of December 8, 1994,
concerning the presentation and content of the annual reports and the consolidated
financial statements of insurance and reinsurance companies and notes that a grand-ducal
regulation will allow pension funds to derogate from article 6 of the law, which specifies
that the valuation is based on the principle of acquisition cost.

Article 10 of the grand-ducal regulation of August 31, 2000, authorises the valuation at
actual value on the following conditions:

- the pension funds can value “Investments” at actual value, according to the provisions
of article 78 and 79 of the law. The presentation of this valuation method is presented
in this booklet in note 5 to 7;

- the same valuation method must be applied for all “Investments”;

- the variation of the difference between the valuation of the investments at actual value
and their valuation at acquisition value must be recorded in “Unrealised gains on
investments” and “Unrealised losses on investments” of the “life insurance” technical
account profit and loss;

- the acquisition value is indicated in the notes to the accounts.
A positive balance of the variation of the difference between the valuation of investments

at actual value and acquisition value, net of any losses, is recorded in liabilities under
“Provision for bonuses and rebates”.



Audit and publication
of the financial statements

Report of the independent auditors (“Réviseur d’entreprises”)

The financial statements comprising the balance sheet, the profit and loss account and the
notes thereon must be audited by the “Réviseur(s) d’entreprises” nominated in the
shareholders general meeting in accordance with article 35, points 2 and 100 and point 3
of the law of December 6, 1991, relating to the insurance sector.

According to article 86 of the law relating to the financial statements of the insurance and
reinsurance companies, the “Réviseur(s) d’entreprises” in charge of the audit of the annual
accounting documents must also check the consistency of the Directors’ report with the
financial statements of the year.

Special report of the independent auditors

In addition to the auditor’s report on the annual accounts, the “Réviseur d’entreprises” has
to prepare a special report to be submitted to the Commissariat aux Assurances with a
copy to the Company.

The content of this special report is detailed in circulars 99/3 and 99/7 issued by the
Commissariat aux Assurances. These circulars are applicable respectively to insurance and
reinsurance companies.

Publication of the financial statements and of the Directors’
report

In accordance with article 87 of the law relating to the financial statements and to article
252 (1) of the law of August 10, 1915, as modified, relating to commercial companies, the
financial statements of the insurance and reinsurance companies, regularly approved at
the Shareholders’ general meeting, the Directors’ report and the Audit report must be
published in the month of approval of the financial accounts.

Whenever the financial accounts are published in full, the financial statements and the
Directors’ report must be reproduced in the form and text upon which the “Réviseur
d’entreprises” has drawn up his report and must be accompanied by the full text of this
report. If the report is qualified or if the auditor has refused to report upon the accounts,
that fact must be disclosed and reasons given (article 88).

It is possible to not publish the Directors’ report if it is maintained available to the public
at the registered office upon request.

Where the financial statements are published in an abbreviated form, it must be stated that
they are an abbreviated version and details must be given of the register in which the
financial statements have been filed in. The audit report need not be attached to the
abbreviated version of the financial statements but it must be stated whether the report is
free from any qualification or whether it was refused (article 89).
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Audit and publication of the financial statements (end)

Proposal for the appropriation of the profit

The law relating to the publication of the insurance and reinsurance undertakings does not
require the inclusion of the proposal for the appropriation of the profit into the financial
statements (article 5). The proposal for the appropriation of the profit by the Board of
Directors and the appropriation as approved at the Shareholders’ general meeting for a
limited Company must however, be published with the financial statements in the same
format (article 90). This publication is not required where the proposal and the decision
of the appropriation of the profit appear in the financial statements.

Status for subscribed share capital

In accordance with article 48 of the law of 10 August 1915 relating to commercial
companies, limited companies must publish, after the balance sheet, a list of those
shareholders who have not yet fully paid their share capital together with the details of the
amounts outstanding. Where a capital increase has taken place, details of that part of the
share capital which has not yet been subscribed to will also have to be published.



Publication of accounting
documents of Luxembourg
branches of companies
with registered offices

In the European Union

In accordance with the article 127 of the law, the branches of insurance companies
registered in the European Union (EU) must publish, no later than six months after the
close of each financial year and in accordance with article 9 of the law of 10 August 1915,
as modified, relating to commercial companies, the financial statements, the consolidated
accounts, the Directors’ report, the consolidated Directors’ report, the report prepared by
the person responsible for auditing the annual accounts and the consolidated accounts of
their companies.

Upon receipt of a well-founded request, the Commissariat may extend the above
mentioned period by a maximum of three months.

The abovementioned documents must have been drawn up and audited in accordance
with the methods prescribed by the legislation in the EU Member State in which the
insurance Company has its head office and be in accordance with the Directive
91/674/EEC.

The branches are not required to publish full financial statements in respect of their own
activities.

They shall however, attach to the accounts to be filed in accordance with the above
mentioned points, a note including information on their own activities. The information
must be attached separately for each group of the following classes as defined in the
appendix of the law of 6 December 1991 relating to the insurance sector.
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Publication of accounting
documents of Luxembourg
branches of companies
with registered offices
outside the European Union

In accordance with the article 128 of the law, the branches of insurance companies
registered outside the European Union (EU) must publish, no later than six months after
the close of each financial year and in accordance with article 9 of the law of August 10,
1915, as modified, relating to commercial companies, the financial statements, the
consolidated accounts, the Directors’ report, the consolidated Directors’ report, the report
prepared by the person responsible for auditing the annual accounts and the consolidated
accounts of their companies and those which are audited in accordance with the
legislation of the country of the head office.

Upon receipt of a well-founded request, the Commissariat may extend the above
mentioned period by a maximum of three months.

When the above mentioned documents have been drawn up in accordance with the law
relating to the financial statements of insurance or reinsurance companies, or in similar
manner, the branch is not required to publish full financial statements related to its own
activities.

In cases other than those above mentioned, the relevant documentation shall be
reprocessed, in order to confirm that it is in accordance with the criteria laid down above.

Branches covered by this article shall attach to the accounts to be filed the same
information that is required for the branches of companies with registered office in the EU
(see previously).



List of main law references

ASSETS

A

Subscribed capital unpaid showing separately
called-up capital

Intangible assets

Investments

Land and buildings

Investments in affiliated undertakings
and participating interests

1 Shares in affiliated undertakings

2 Debt securities issued by,
and loans to affiliated undertakings

3 Participating interests
Debt securities issued by, and loans
to undertakings with which
an insurance undertaking is linked
by virtue of a participating interest

Other financial investments

1 Shares and other variable yield
transferable securities and units in unit trusts

2 Debt securities and other fixed income
transferable securities

Participation in investment pools
Loans guaranteed by mortgages

Other loans

Deposits with credit institutions

Other

N o o W

Deposits with ceding undertakings

Investments for the benefit of life insurance
policy-holders who bear the investment risk
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Description

Article

29

10, 62(3)

1

13,92, 123
12

12
13

14
15
16
16
17
18

20

Valuation
rules

Article

62(1), 63, 64

28, 61(1), 64
67(1)

64(5), 79

64(1)c, 78
91

64(1)d
91

64(1)d

64(1)c, 78

64(1)d

64(1)c, 78

60(2)

Note

Article

80(3)
10(2), 62(2),
63(1), 64(1),
80(1)

8, 64(1),
80(2)

11(2), 79,
80(1), 81(2)

78(6), 80(1)
83(2)

91(3), 83(2)

78(6)

64(1)d

83
16

18

78(6)
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List of main law references (cont.)

Reinsurers’ share of technical provisions
Provision for unearned premiums

Life insurance provision

Claims outstanding

Provision for bonuses and rebates

Other technical provisions

Technical provisions for life insurance
policies where the investment risk

is borne by the policy-holders

Debtors

Debtors arising out of direct insurance operations:

1 Policy-holders
2 Intermediaries

Debtors arising out of reinsurance operations
Other debtors

Other assets

Tangible assets and stocks

Cash at bank and in hand

Own shares

Other assets

Prepayments and accrued income

Accrued interest and rent

Deferred acquisition costs

Other prepayments and accrued income

Description

Article

21

21(2)

28

22

17

81(4)

24

25

26

27

Valuation
rules
Article

69

70

28, 66

61(1), 64, 65,
67

66

61(1), 64(2)

24

68

Note

Article

81(1)

64(1), 67

23



List of main law references (cont.)

LIABILITIES

\

Abis

\

Capital and reserves

Subscribed capital or equivalent funds
Share premium account

Revaluation reserve

Reserves

Profit and loss brought forward

Profit or loss for the financial year

Special items partly denominated as reserves

Subordinated liabilities

Technical provisions

Provision for unearned premiums
Life insurance provision

Claims outstanding

Provision for bonuses and rebates
Equalisation provision

Other technical provisions

Description

Article

29

30, 61

31

32

33

34, 42
35,40
35, 36, 41
37

38, 51

39

40

Valuation
rules
Article

69
70
72

73, 74

75

71

Note

Article

80(3) to (5)

32

35
72

74(3)

39(2)

40
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List of main law references (cont.)

Description
Article
Technical provisions for life insurance policies
where the investment risk is borne by the
policy-holders 41
Provisions for other risks and charges 42
Provisions for pensions and similar obligations
Provisions for taxation
Other provisions
Deposits received from reinsurers 43
Creditors
Creditors arising out of direct insurance operations
Creditors arising out of reinsurance operations
Debenture loans, showing separately convertible loans
Amounts owed to credit institutions
Other creditors, including tax and social security
Accruals and deferred income 44

Valuation
rules
Article

76

77

Note

Article

76

77(1), 80(6),
81(1)



List of main law references (cont.)

Description Note
Atticle Article
PROFIT AND LOSS ACCOUNT
| TECHNICAL ACCOUNT
NON-LIFE INSURANCE BUSINESS 45
1 Earned premiums: 82(1)
(a) gross premiums written 47 82(1)
(b) outward reinsurance premiums 48
(c) change in the provision for unearned premiums 49
(d) change in the provision for unearned premiums,
reinsurer’ share 49
2 Allocated investment return transferred from the
non-technical account 55 55(4)
3 Other technical income, net of reinsurance
4 Claims incurred, net of reinsurance 50 50(2)
(a) claims paid:
(aa) gross amount 82(1)

(bb) reinsurers’ share

(b) change in the provision for claims:
(aa) gross amount 82(1)
(bb) reinsurers’ share

5 Changes in other technical provisions, net of reinsurance
6 Bonuses and rebates, net of reinsurance 51 51
7 Net operating expenses: 82(1)
(a) acquisition costs 52 82(5)
(b) change in deferred acquisition costs
(c) administrative expenses 53
(d) reinsurance commissions and profit participation
8 Other technical charges, net of reinsurance
9 Change in the equalisation provision
10 Balance on the technical account for non-life insurance business
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10

1

12

13

List of main law references (cont.)

TECHNICAL ACCOUNT LIFE INSURANCE BUSINESS

Earned premiums, net of reinsurance:

(a) gross premiums written

(b) outward reinsurance premiums

(c) change in the provision for unearned premiums,
net of reinsurance

Investment income
(a) income from participating interests
(b) income from other investments:
(@aa) income from land and buildings
(bb) income from other investments
(c) value re-adjustments on investments
(d) gains on the realisation of investments

Unrealised gains on investments
Other technical income, net of reinsurance

Claims incurred, net of reinsurance:
(@) claims paid
(aa) gross amount
(bb) reinsurer’ share
(b) change in the provisions for claims:
(aa) gross amount
(bb) reinsurer’ share

Change in other technical provisions, net of reinsurance
(a) life insurance provision:

(aa) gross amount

(bb) reinsurer’ share
(b) other technical provisions, net of reinsurance

Bonuses and rebates, net of reinsurance

Net operating expenses:

(a) acquisition costs

(b) change in deferred acquisition costs

(c) administrative expenses

(d) reinsurance commissions and profit participation

Investment charges:

(a) investment management charges, including interest
(b) value adjustments on investments

(c) losses on the realisation of investments

Unrealised losses on investments

Other technical charges, net of reinsurance

Allocated investment return transferred to
the non-technical account

Balance on the technical account - life insurance business

Description
Article

47
48

49

54

56

50

49

51

52

53

54

56

55

Note
Article

82(2) to (4)

50(2)

51

82(5)

55(4)



10

1

12

13

14

15

16

17

List of main law references (end)

NON-TECHNICAL ACCOUNT
Balance on the technical account - non-life insurance business
Balance on the technical account - life insurance business
Investment income:
(@) income from participating interests
(b) income from other investments:
(aa) income from land and buildings
(bb) income from other investments
(c) value re-adjustments on investments

(d) gains on realisation of investments

Allocated investment return transferred from the life
insurance technical account

Investment charges:

(@) investment management charges, including interest
(b) value adjustments on investments

(c) losses on the realisation of investments

Allocated investment return transferred to the non-life
technical account

Other income

Other charges, including value adjustments

Tax on profit or loss on ordinary activities

Profit or loss on ordinary activities after tax
Extraordinary income

Extraordinary charges

Extraordinary profit or loss

Tax on extraordinary profit or loss

Extraordinary profit or loss after tax

Other taxes not shown under the preceding items

Profit or loss for the financial year
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Description
Article

54
54(4)
54(4)

55

54

55

58

57

57

58

Note
Article

55(4)

55(4)

83(5), (6)

57(2)

57(2)

83(5), (6)

83(5), (6), 58
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Contacts

PricewaterhouseCoopers worldwide

The Global Insurance Leadership Team

Jeremy Scott
Chairman, Global Financial Services and Insurance Groups
Tel. +44 20 7804 2304

John Scheid

Global Leader for Audit and Advisory Services to Insurance Enterprises and Chairman,
Americas Insurance Group

Tel. +1 212 596 5350

lan Dilks
Chairman, European Insurance Group
Tel. +44 20 7212 4658

Aubrey Whitear
Chairman, Asia Pacific Insurance Group
Tel. +61 3 8603 6236

PricewaterhouseCoopers in Luxembourg

Olivier Mortelmans, Industry Leader

Assurance and Business Advisory Services
Luc Henzig

Mervyn R. Martins

Claude Jacoby

Paul Neyens

Tax Services
Sami Douénias
Michel Guilluy

E-mail address: name.surname@l|u.pwcglobal.com

Further information may be obtained from our office:

PricewaterhouseCoopers
400, route d’Esch

B.P. 1443

L-1014 Luxembourg

Tel.: (352) 49 48 48 1
Fax: (352) 49 48 48 2900

www.pwcglobal.com/lu



